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VIRGINIA:

BEFORE THE VIRGINIA GAS AND OIL BOARD

APPLICANT: VIRGIFIA GAS COMPANY

VIRGINIA GAS
AND OIL BOARD

RELIEF SOUGHT: (1) ESTABLISHMENT OF THE DRILLING)
UNIT DESCRIBED IN EXHIBIT "A"
HERETO AND SERVED BY WELL NO.
EH-65 (herein "Subject

Drilling Unit") PURSUANT TO

§ 45.1-361.20, CODE OF

VIRGINIA, AND (2)POOLING OF
INTERESTS IN SUBJECT DRILLING

UNIT PURSUANT TO § 45.1-361.21,
CODE OF VIRGINIA, FOR THE
PRODUCTION OF CONVENTIONAL NATURAL
GAS FROM SUBJECT FORMATION (herein
sometimes referred to as "Gas")

DOCKET NO.

VGOB 92—0317—02#5
|

LEGAL DESCRIPTION:

DRILLING UNIT SERVED BY WELL NUMBERED
EH-65, TRACT 550-E, HAYSI QUADRANGLE
WILLIS MAGISTERIAL DISTRICT,
DICKENSON NTY, VIRGINIA

(the "Subject Lands" are more
particularly| described on Exhibit
"A", attached hereto and made a

part hereof)
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REPORT OF THE BOARD ‘
FINDINGS AND ORDER |

1. Hearing Date and Place: This matter came on for hearing before
Virginia Gas and 0Oil Board (hereafter "Board") at 9:00 a.m. on March 17,

Dickenson Conferenc¢e Room, Southwest Virginia Education 4-H Center, Abin
Virginia.

25 A rances: Stanford T. Mullins and David Street of Street, St
Street, Scott and Bowman, appeared for the Applicant; Sandra B. Riggs, Assi
Attorney General, s present to advise the Board,

3 Jurisd d Notice: Pursuant to § 45.1-361.1 et seq., Vir
Code, 1950 as amended, the Board finds that it has jurisdiction over the su
matter. Based upon the evidence presented by Applicant, the Board also
that the Applicant lhas (1) exercised due diligence in conducting a meani
search of reasonably available sources to determine the identity and wherea
of each gas or oil |owner, coal owner, or mineral owner having an interest |in
Subject Drilling Unit underlying and comprised of Subject Lands; (2) has giiyen
notice to all partjes (hereafter sometimes "person(s)" whether referrin
individuals, corporations, partnerships, associations, companies, busines
trusts, joint ventyres or other legal entities) entitled by § 45.1-361
Virginia Code, 1950 |as amended, to notice of this application; and (3) that
persons set forth in Exhibit B hereto are gas and oil owners identified
Applicant as having an interest in the Subject Drilling Unit. Further, the B
has caused notice of|this hearing to be published as required by § 45.1-361.19
Virginia Code, 1950 as amended. Whereupon, the Board hereby finds that
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i
in satisfy all statutory requirements, Board rule requiré ents
andards of state due process. |

notices given here
and the minimum s

and unknown persons listed in Exhibit B attached hereto and made a part henfeof,
who have not volu i

remote, for the drilling and operation, including production, of Gas prpduced
from the Subject Drilling Unit established for the formation described as
Berea, Weir, Maxon, Big Lime and Ravencliff formations (herein "S i.ect
Formations") underlying and comprised of Subject Lands, (hereafter sometlimes
collectively iden i

the Subject Drillling Unit"); and, (3) that the Board designate Applic as
Operator for Well |No. EH-65.

7. ad: The requested relief in this cause be and hereg is
granted and: (1) E rsuant to § 45.1-361.20, Code of Virginia, 1950 as amenfed,
the Board hereb establishes Subject Drilling Unit; (2) pursua to
§ 45.1-361.21.C.3, Code of Virginia, 1950 as amended, Virginia Gas Company
(hereafter "Unit Operator") is designated as the Operator authorized to drill]and
operate Well No. EH-65 in the Subject Drilling Unit to produce Gas from S ect
Formations underlying Subject Lands, subject to the permit provisions con ned
in § 45.1-361.27 et seqg., Code of Virginia, 1950 as amended, to § 480-05-2 et
seqg., Gas and 0il Regulations and to § 480-05-22.2 et seqg., Virginia Gas and|0il

all as amended from time to time; and (3) all the gas a

Gas produced from

and comprised of the Subject Lands.

Subject Permitted
Formations Unit Size Well Location
Berea, Weir, Approximately EH-65 (See No applicable fie
Maxon, Big Lime, 125.66-acre Exhibit A rules; conventiona:
and Ravencliff circular for location) gas well

drilling unit

For the Subject Drilling Unit
underlying and comprised of the Subject
Land Served by Well No. EH-65

Dickenson County, Virginia.

8. Electioh and Election Period: Each person listed herein in ExHiljit
B may elect one of| the options set forth in Paragraph 9 below and must4r ve

written notice of hjis election of the option selected under Paragraph 9 h in
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days from the date this Order is recorded in the county above named. A

placed its writte

9.2
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Unit Operator at the address shown below within thirt

election in first class United States mail, postage pr
Unit Operator at the address shown below.

d O tio
Any person listed herein in Exhibit B may el

recording of this Order. The Estimated, Completed-for-Prod
Costs |[for the Subject Drilling Unit are as follows:

Estimated, Completed-for-Production Costs - $263,925.0
(Well No. EH-65)

|

|
1]
atres

A Participating Operator’s proportionate cost hereunder sh be
that proportion of said costs which the number of net mineral

in the Subject Drilling Unit owned or claimed by such Participaging
Operatior bears to the total number of mineral acres in S ect
Drilling Unit. Provided, however, that in the event a Participating
Operatpr elects to participate and fails or refuses to pajy|/|his
proportionate part of the Estimated, Completed-for-Production |[Cdsts
as set| forth above, all within the time set forth herein and 'q the
manner| prescribed in Paragraph 8 of this Order, then uch

ipating Operator shall be deemed to have elected n ﬁ to
pate and to have elected compensation in lie of
pation pursuant to Paragraph 9.2 herein.

- c e onus Consideration: In lieu

pating in the development and operation of Subject Dri
Unit under Paragraph 9.1 above, the owner of an unleased int
pct to accept a cash bonus consideration of $5.00 pe
acre owned by such person commencing upon entry of

Drilling Unit, together with a royalty of 1/8th of 8
and one-half percent (12.5%)] of the net proceeds rec

g8s of this Order, net proceeds shall be actual pro
ed less all post-production costs incurred downstream o
ad, including but not limited to, all gathering, compres

erator or a third person) as fair, reasonable and equi
compensation to be paid to said owner. The initial cash bonus,
so elected, shall be tendered and/or paid within sixty (60) da
notice [of entry of this Order and, thereafter, the annual
bonus, if any, shall be tendered, paid or escrowed within sixty
days off each anniversary of entry of this Order in the

3 |
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jction from Subject Drilling Unit has not theretofore co
hen so tendered and/or paid shall be satisfaction in £
ight, title, interests, estates, and claims of such e
n to the Gas produced from Subject Formation in the
, except, however, for the 1/8th royalties due hereunde

lection made under this Paragraph 9.2, when so made s all be

faction in full for all right, title, interests, estat and

cla of such electing person in any well development goyered

here and such electing person shall be deemed to and herely|does

lease| and assign all its right, title, interests, estateg,| and

cla to Gas produced from Subject Formation in the SuByject
Drilliing Unit to the Unit Operator.

9.3. Option 3 - o _Share N he Developmen And Operation As A |Non-

Partitipating Person On A Ca ed E and To Receive Considerdtion

= In lieu of partiéipating in the developmenhf and
operation of Subject Drilling Unit under Paragraph 9.1 above lafd in
pf receiving a cash bonus consideration under Paragraph| 9.2

Carried Well Operator’s interest is charged against such Carfied
Well Qperator‘s share of production from Subject Drilling Unit.!| All
h Carried Well Operator’s rights, title, interests, esthtes
laims to Gas produced from Subject Formation in Subfect
Drillilng Unit shall be deemed and hereby are assigned to the Pnit
or until the proceeds from the sale of such carrie-i ell
operatior’s share of said production from Subject Drilling| Pnit
(exclusive of any royalty, excess or overriding royalty, or |other
erating or non cost-bearing burden reserved in any se,
ent thereof or agreement relating thereto covering| $uch
est

ﬂ is

able) of such Carried Well Operator‘s share of the Comp hed—
duction Costs allocable to the interest of such Carried Well
Operatpr. When the Unit Operator recoups and recovers from uch
Well Operator’s assigned interest the amounts provided |for
then, the assigned interest of such Carried Well Opergtor

d after such reversion, such Carried Well Operator shalll]l be
d as if it had participated initially under Paragraph [9.1
and thereafter, such participating person shall be charged
nd shall pay his proportionate part of all further cos s| of

\
The election made under this Paragraph 9.3, when so made, shall|be
satisfaction in full for all rights, title, interests, estates hnd
on
= #nd
hereby |does assign all its rights, title, interest, estates &nd
claims ko Gas in the Subject Formations in the Subject Drilling|Ugit
to the| Unit Operator for the period of time during which| lts
st is carried as above provided prior to its reversion badk|to

10. = = Elect: In the event a person fails to elgct
within the time, in| the manner and in accordance with the terms of this Orddr,
one of the alternatjives set forth in Paragraph 9 above, then such person s"ll
be deemed to have elected not to participate in the proposed development 4

and
operation of Subject Drilling Unit and shall be deemed to have elected to ac:!pt

4 [




as satisfaction in full for all such person’s right, title, interests, rates
and claims the donsideration provided in Paragraph 9.2 above for wh
interest qualifies and shall be deemed to have leased and/or assigned
right, title, interests, estates and claims to Gas to be produced from
Formation in the Bubject Drilling Unit to the Unit Operator. Persons w
to properly elect [shall be deemed to have accepted the compensation and te
forth herein at Paragraph 9.2 in satisfaction in full for all right,
interests, estatep and claims of such person to Gas to be produced from
Formation in the Bubject Lands.

2 ' Default By Part pating Person: In the event a person el s to
participate under| Paragraph 9.1, but fails or refuses to pay, to secu

person’s proportionate part of the Estimated Completed-for-Production cosfls as
set forth herein,|all within the time and in the manner as prescribed in

Order, then such|person shall be deemed to have withdrawn his elect to
participate and shall be deemed to have elected to accept as satisfaction ull
for such person’s right, title, interest, estates and claims the cash nus
consideration provided in Paragraph 9.2 above for which his interest qualiffies
depending on the e€xcess burdens attached to such interest. Whereupon, any puch
cash bonus consideration due as a result of such deemed election sh be
tendered and/or paid by Unit Operator within sixty (60) days after the la day
on which such defaulting person under this Order should have pai his
proportionate part| of such cost or should have made satisfactory arrangements for
the payment theredf. When such cash bonus consideration is so tendered /or
paid, it shall be patisfaction in full for all right, title, interests, e tes
and claims of such person to Gas to be produced from Subject Formation the
Subject Lands covered hereby.

i2. Assignment o terest: In the event a person elects or fai to
elect to do other than participate under Paragraph 9.1 above in the devel ent
and operation of the well in Subject Formations in Subject Drilling Unit,| [fhen
such person shall pe deemed to have and shall have assigned unto Unit Op tor

all of such person(s right, title, interests, estates and claims in and t
well, in Subject Kormations in Subject Drilling Unit, and other share i |Gas
production to which such person may be entitled by reason of any electi
deemed election hereunder.

12. Ope or Operator): The Applicant, Virginia Gas Co
be and hereby iu de 1gnated as Unit Operator authorized to drill and operat
Well No. EH-65 in Subject Formations in Subject Drilling Unit, all subject tlo
permit provisions ¢ontained in Section 45.1-361.27 et seg. , Code of Virgi
1950 as amended, §§ 480-05-22.1 et seqg., Gas and Oil Regulations and §§ 480-
22.2 et seqg., Virginia Gas and 0il Board Regulations, all as amended from|t
to time, and all elections required by this Order shall be communicated to
Operator in writing at the address shown below: 1

Virginia Gas Company
P. O. Box 2407 ‘
Abingdon, VA 24210 ;
Phone: (703) 676-2380
Attn: Mike Edwards

14. : Unit Operator shall commence or ¢
to commence operatipns for the drilling of any well covered hereby within t
hundred and sixty-five (365) days from the date of this Order and shall pros
the same with due dilligence. If Unit Operator shall not have so commenced a
prosecuted, then this Order shall terminate, except for any cash sums bec
payable hereunder; ptherwise, unless sooner terminated by Order of the B
this Order shall expire at 12:00 P.M. on the date on which any well cover
this Order is permanently abandoned and plugged. However, in the event an a
is taken from this Order, then the time between the filing of the Petition

5 .
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Appeal and the final Order of the Circuit Court shall be excluded in ca1CLﬂ+ting
the one year period referenced to herein.

26 Operator’ n: Unit Operator, in addition to the other ghts
afforded hereunde r, shall have a lien and a right of set off on the migeral
estates, rights, and interests owned by any person subject hereto who el s to
participate under| Paragraph 9.1 in the Subject Drilling Unit to the exte that
costs incurred in| the drilling or operation on the Subject Drilling Uni re a
charge against suc¢h person’s interest. Such liens and right of set off s 1 be

separable as to each separate person and shall remain liens until the |Unit
Operator drilling| or operating any well covered hereby has been paid the||full
amounts due under|the terms of this Order.

16. Escrow Provisions:

named herein or any successor named by the Board to establish an interest-b ing
escrow account, (herein "the Escrow Account") to receive and account to the|Bpard

16.1 Escrow |Account: 'By this Order, the Board instructs the Escro abent
B
pursuant to its agreement for the escrowed funds hereafter described:

Tazewell National Bank
P. O. Box 909 ‘
azewell, VA 24651 '
(herein "Escrow Agent")

16.2 Escrow|P sions Fo own o nlocatable Persons: If any p
of bonus, royalty aymant or other payment due and owing under this Order
be made because the person entitled thereto cannot be located or is unknown
such cash bonus, royalty payment, or other payment shall not be commingle
any funds of the Unit Operator and shall, pursuant to Section 45.1-361.21.D,
of Virginia, 1950 |as amended, be deposited by the operator into the Esdrow

continuing thereafter on a monthly basis with each deposit to be made, by u
the report format approved by the Inspector, by a date which is no later
sixty (60) days aftler the last day of the month being reported and/or for

funds are subject tp deposit. Such funds shall be held for the exclusive us
and sole benefit off the person entitled thereto until such funds can be pa
such person(s) or until the Escrow Agent relinquishes such funds as requir
law or pursuant to Prder of the Board in accordance with § 45.1-361.21.D.,
of Virginia, 1950 as amended.

1. Special Findings: The Board specifically and specially finds:

17.1 Applicant is a Delaware corporation duly authorized and qualifi%d to
transa business in the Commonwealth of Virginia;

17.2 Applicapt claims ownership of gas and oil leases on 82.55 percent |of
Subject| Drilling Unit and the right to explore for, develop| gnd
produce| conventional natural gas from same.

17.3 Applicant is an operator in the Commonwealth of Virginia and kas
satisfied the Board’s requirements for operations in Virginia;

17.4 Applicant has proposed the drilling of Well No. EH-65 on the Subj
Drilling Unit to develop the pool in Subject Formations. :

17.5 Respondgnts are listed on Exhibit "B". Set forth in Exhibit "B
the nameg and last known address of each person of record identif
by Appllicant as having an interest in Subject Drilling U
underlying and comprised of Subject Lands (including those who % e

[

not, in writing, leased to or voluntarily pooled their interest
Subject Prilling Unit for its development).

6 i
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17.6 The proposed depth of Well No. EH-65 is 4,445 feet. L

|
17.7 The eptimated and allowable production over the life of the pro

well |is 300,000 MCF.

17.8 Applicant’s evidence established that the fair, reasonab
equitable compensation to be paid to any person in lieu of th

to participate in any well covered hereby are those options p
in Paragraph 9 above.

17.9 The Subject Drilling Unit does not constitute an unreasona

arbitrary exercise of Applicant’s right to explore for or
Gas.

17.10 The nrelief requested and granted is just and reasonab
supported by substantial evidence and will afford each person
Subjec¢t Drilling Unit the opportunity to recover or receive, w
unnecessary expense, each person’s just and fair share
produgtion of Gas from Subject Formation in Subject Drilling
The granting of the Application and relief requested therei
ensure to the extent possible the greatest ultimate recov
conventional gas, prevent or assist in preventing the various
of waste prohibited by statute and protect or assist in prot
the correlative rights of all persons in the subject common s
of supply in the Subject Lands. Therefore, the Board is enter
Order granting the relief herein set forth.

18. Mailing Of Order And Filing Of 2 da : Applicant or its At
shall file an affidavit with the Secretary of the Board within sixty (60)
after the date of receipt of this Order stating that a true and correct c
said Order was mailled within seven (7) days from the date of receipt of
Order to each person pooled by this Order whose address is known.

19. Availab 0 nit Records: The Director shall provide all pe

r
not subject to a lease with reasonable access to all records for Subject Dril Ll

Unit which are submitted by the Unit Operator to said Director and/ox
Inspector(s).

provisions set forth above be and hereby are granted and IT IS SO ORDERED

20. sonclugion: Therefore, the requested relief and all term{.

21. Effectilve Date: This Order shall be effective on the date of
execution.

DONE AND EXECUTED this Z‘% day of ZM <’ _+ 1992, by a majd
of the Virginia Gas Board.

and 0Oil

Chairman, nny R. Wampier

DONE AND PERF D this /& fk::lny of 7Nt senoen , 1992, by O

Thomas Fudmer
Principal Execdtive To The Staff
Virginia Gas and 0il Board

Zii

Lts

ity
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STATE OF VIRGINI )
COUNTY OF WISE )

Acknowledg on this ﬁ71ﬁf day of , , .| 11992,
personally before me a notary c in and for the Commonwealth of Virxginia,

appeared Benny Wampler, being duly sworn did depose and say that he is CH

L rman
of the Virginia Gas and 0il Board, that he executed the same and was authofized
to do so.

; cﬁiﬁﬁ_ 5! Notary Public I
At pizee:, 10 A
.5“ugfc6mmiskipgyﬁxplrcs 7/31/94 l
" e : ;—', ( 4 ‘
"/ STATE OF VIRGINZA ) l
~ _COUNTY OF WISE: )

i |
.,.%'\‘\ A

¢« Acknowledged on this day of , 1992, personally

befggﬁ% ya notary|public in and for the Commonwealth of Virginia, appeared| Byron

Thomas Fulmer, being duly sworn did depose and say that he is Principal Exe ive

to the staff of the Virginia Gas and 0Oil Board, that he executed the same and was
authorized to do sgo.

A

usan G. G rreﬁ
Notary Public

My commission nxpﬁra! 7/31/94
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EXHIBIT "B"

EH-65 UNIT 300k 28 Lo 3 O‘i{
1) ) 5 4 . l E :Eid III:IJ'I'

Unleased \

|
Paul Damron Harold Warren Damron \
631 Red Hart

430 Lucas Creek Road \
Hampton, VA 23360 Newport News, VA 23605 '

|
Elmer Damron Harry Damron '
203 Lyn Have

Rt 2, Box 168 l|
Hampton, VA 23360 Carrollton, VA 23314 \

\
Benny Damro

Fred Lee Damron \
1032 Whippingham Road 1204 Gail Ct I
Carrollton, VA [23314 Newport News, VA 23605 |

: |
Unknown Heirs |of Nancy Hill |
Address Unknown ‘

VIRGINIA. In the Cler
day presented in the office a

’s Office of the Circuit Court of Dickenson County. The foregoing instrument

: : : this
oresaid and is, together with the certificate of acknowledgment annexed, admi to

record this 19 day of M, 19 ¥ M

Deed Book No. and Page No. :

T erk
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COMPANY _Edwarg Harding Petroleum| Compan
ADDRESS _P.0. Bg 0

WELL NAME___EH - 63
FARM _UNIIED STATES OF AMERICA _ TRACT_ 550 - E
LEASE NO. ELEVATION 1580.56(TrIg)
ACRES — ____ QUADRANGLE
(  NTY Dickenson  DISTRICT _MILLIS

REG. ENGINEER__X ___ REG. NO.

Abingdon

frginia_ 24210

CE!  AND SURVEYOR_X _CERT. NO._1340
FILE NO. ______ DRAWING NO. .
JATE FEBRUARY 6, 1981 sCALE __ 1" = 400" 4
his plat s_X new updated

his plat __X__Is s not based on a mi
ystem eslablished for the oreas of the well loca

coordinale

EXHIBIT - A

WELL LOCATION MAP
well NofEHTETRRY

I Denoles location of well on United Stcles
Topographic Maps, geqle | te 24,000, lot-
itude and longjlutiap Ve bAne. represented

required b and regul
Va. Well Rew%rgm

..

R b pie . AV il
Registered Engineer or Certified
Land Surveyor in Charge

y




